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3 
Introduction 
 
In 1955 Kuznets wrote his seminal paper on the relation between development and income 
inequality (Kuznets, 1955). Kuznets’ hypothesis states that income inequality would rise in 
the early stages of economic development, but after reaching its top, income inequality would 
decline as a result of the advanced stages of economic development (Kuznets, 1955). The idea 
that derived from Kuznets’ original work in 1955 is that the relationship between income 
inequality and economic development has the shape of an inverted U-curve. However, 
Kuznets mentions that as a consequence of a lack of data in that time period ‘’the paper is 
perhaps 5 per cent empirical information and 95 percent speculation’’ (Kuznets, 1955, p. 26). 
Furthermore, Kuznets hypothesis is based on only observations in Germany, the United 
Kingdom and the United States. Hence, there is a lot of controversy in terms of the validity of 
the hypothesis of the Kuznets U-curve.  Nevertheless, Kuznets’ work on the relationship 
between income inequality and economic development should be considered as one of the 
most influential works on this topic (Cizek & Melikhova, 2014, p. 388).  
 However, contradicting the importance of economic factors, more recent studies found 
out that political and institutional transformations are crucial in understanding the changing 
levels of income inequality in a country (Acemoglu & Robinson, 2002, p. 184). These studies 
claim that political factors are the driving force behind income inequality. Therefore, the goal 
of this thesis is to test the Kuznets’ curve and determine whether economic factors or political 
factors are more important to understand the changes in income inequality within a country. 
This results in the following research question: Is income inequality declining as a result of 
economic and human development, or are political/institutional factors more relevant in 
order to understand changes in income inequality?      
 The research question will be applied to the cases of Brazil and India. Brazil and India 
are members to the BRICS. Their membership is both the result of enormous economic 
growth rates and growth potential. Both Brazil and India are labelled as emerging markets. 
According to the World Bank, Brazil lifted 29 million people out of poverty between 2003 
and 2014. In addition the Gini coefficient, which indicates the level of income inequality in a 
country, fell by 6.6 percentage points, from 58.01 to 51.5. (World Bank, Brazil country 
profile). India, with its 1.2 billion people, is the world’s third largest economy, in purchasing 
power parity terms. India’s economic growth was estimated at 7.9 percent in 2015 (World 
Bank, India). Taking political factors into consideration, both Brazil and India are relevant 
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cases which can expose the importance of political and institutional transformations in 
relationship with changes in income inequality. Both Brazil and India have witnessed 
different regime types that changed the levels of income inequality. This will be discussed in 
more detail later on. Both Brazil and India are therefore perfect examples of countries that 
have experienced economic development and changing political/institutional factors. This 
grants an opportunity to determine whether political or economic factors are the driving force 
behind changes in income inequality.        
 First, the main existing theories will be posed under the theoretical framework to give 
an overview of the relevant theories on the topic of income inequality. Next to that, the 
theoretical framework will help to conceptualize and operationalize important indicators of 
development and inequality. Then, there will be elaborated on the chosen methodology. A 
qualitative, comparative case study, between India and Brazil is chosen. The comparative case 
study will provide, on the one hand, a profound description of the relationship between 
economic development and income inequality. On the other hand, political and institutional 
factors, will be analysed in order to test their importance to income inequality. Third, the case 
studies, will provide an overview of the available data of the process of income inequality in 
relation to economic and political factors. Afterwards, in the discussion, the forces that 
changed the levels income inequality in Brazil and India, will be evaluated. Finally, it will be 
concluded that both Brazil and India witness differences in terms of income inequality, while 
they are both experiencing economic and human development. Therefore it will be concluded 
that not economic, but political factors are the driving force behind changes in income 
inequality in the cases of Brazil and India.  
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Theoretical Framework 
 
The purpose of the theoretical framework is to outline the main theories on income inequality. 
Especially, Kuznets’ theory on income inequality and development will be discussed. Further, 
concepts that are important for measuring income inequality and development will be 
conceptualized. Above all, indicators of human and economic development, such as the 
human development index and GDP indices will be explained in more detail. Finally, the 
functioning of the Gini coefficient, a measurement that indicates the level of income 
inequality in a country, will also be discussed.      
 Kuznets’ hypothesis is summarized by Pikkety as following:  ‘’that in the early stages 
of economic development only a minority is benefitting from the new wealth that the process 
of industrialization brought. While in a more advanced stage of development, inequality 
decreases as a result of a larger fraction of the population which is benefitting from the 
economic growth’’ (Pikkety, 2014, p. 14). Pikkety suggests that the advanced stage of 
industrial development is supposed to have started toward the end of the nineteenth century in 
the case of industrialized countries at that time, such as the United States. Following Kuznets 
theory, former colonial states, such as India and Brazil, should follow this same pattern of 
increasing and then decreasing inequality while industrializing.      
 As stressed before, the relation between economic development and income 
(in)equality is highly debated. On the one hand, academics like John Thornton support 
Kuznets’ hypothesis. Thornton gathered data from 96 countries while testing Kuznets 
inverted-U hypothesis. The results supported Kuznets’ hypothesis that income inequality 
increased in the early stages of development and started to decline in a more advanced stage 
of development (Thornton, 2001, p. 15). Ahluwahli also found strong support for the notion 
that inequality increases in the early stages of development and declines while a state is 
developed (1976, p. 26). In Ahluwahli’s research a sample of 60 countries was used. Among 
those countries were 40 developing countries, 14 developed countries and 6 socialist countries 
(Ahluwalia, 1976, p. 1). On the other hand, scholars like Pikkety, underline the importance of 
Kuznets’ work, but claim that the Kuznets curve was formulated for the wrong reasons. 
Pikkety claims that the reduction in income inequality between 1914 and 1945 was the result 
of external economic and political shocks. Both world wars and the economic depression 
caused a sharp reduction in income inequality (Pikkety, 2014, p. 15).  More recent studies, 
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found out that political factors and institutional transformations are crucial to understand the 
changing patterns of inequality. The outcome of political policies cause changes in income 
inequality rather than economic development (Acemoglu & Robinson, 2002, p. 184). 
Acemoglu and Robinson (2002) claim that countries, which are not yet developed, like 
European countries before the nineteenth-century, are often being monopolized by a small 
elite. As a consequence, most policies served the interests of the elites. Therefore there were 
little redistributions of income to the masses (Acemoglu & Robinson, 2002, p. 184). 
Acemoglu and Robinson (2002) agree with Kuznets (1955) that the process of 
industrialization increases economic inequality. However, because of the industrialization, the 
masses were mobilized. These processes increase the possibility of political unrest and 
revolution. The elites made reforms as a result of these increased risk. The possible reforms 
that the elites could undergo range from ‘’income redistribution, to redistribution, to 
repression, or to fundamental political change’’ (Acemoglu & Robinson, 2002, p. 184). 
According to their research, fundamental political change is the most favourable option for 
the elite. The findings are based on the processes of European countries. Acemoglu and 
Robinson argue that the pattern of fundamental political change results in an increased 
possibility of unrest and revolution as a consequence of mobilizing masses due to 
industrialization. However, this does not predict all developmental processes. Autocratic rule, 
for example, may result in high income inequalities (Acemoglu & Robinson, 2002, p. 184). 
Summarizing, on the one hand, there are a lot of existing theories that discuss the relation 
between development and income inequality that focus mainly on the economic aspect of 
development, like the theory coined by Kuznets himself (Acemoglu & Robinson, 2002, p. 
183).  On the other hand, more recent studies argue that political factors are the most 
important in order to understand changes in income inequality.    
 Now, the processes and measurements of development will be examined in order to 
test the relation between economic development and income (in)equality. The GDP, Gross 
Domestic Product, and GNP, Gross National Product, are often used when talking about 
economic development statistics. The Gross Domestic Product is a primary indicator used to 
determine the health of a country’s economy. ‘’It refers to the money value of all goods and 
services produced in a country over a year’’ (Greig, Hulme & Turner, 2007, p. 31). The Gross 
National Product adds income from abroad, such as property or worker’s remittances to the 
GDP (Greig, Hulme & Turner, 2007, p. 31).  The GNP is also referred to as GNI by 
international organisations, such as the World Bank. The figures of the GDP and GNP have 
been used more than any other economic indicators and is often used by analysts and 
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organisations ‘’as surrogate terms for development’’ (Greig, Hulme & Turner, 2007, p. 32).
 Nevertheless, there are methodological problems while using these figures. The first 
concern has to do with the comparability among states. One US-Dollar in Canada is far less 
than one US-Dollar in India. Statisticians have, to overcome this problem, produced a device 
that takes international differences in relative prices into account; purchasing power parity, or 
PPP (Greig, Hulme & Turner, 2007, p. 32). A second problem which has to be dealt with in 
terms of economic development, is inequalities within nations rather than between nations. 
The GDP of a country could still be relative high due to a very rich elite class, despite 
enormous poverty experienced in the lowest deciles of the society. In order to solve this 
problem, the Gini index will be taken into account in the cases of Brazil and India. The Gini 
coefficient will be an addition to the GDP, or GNP, because it illustrates the inequality within 
a nation. The World Bank defines the Gini index as following: ‘’ Gini index measures the 
extent to which the distribution of income (or, in some cases, consumption expenditure) 
among individuals or households within an economy deviates from a perfectly equal 
distribution. A Lorenz curve plots the cumulative percentages of total income received against 
the cumulative number of recipients, starting with the poorest individual or household. The 
Gini index measures the area between the Lorenz curve and a hypothetical line of absolute 
equality, expressed as a percentage of the maximum area under the line. Thus a Gini index of 
0 represents perfect equality, while an index of 100 implies perfect inequality’’ (World Bank, 
Gini index). A country, thus, might have a relative high GDP, but simultaneously witness 
high levels of income inequality. The Gross Domestic Products of both Brazil and India will 
be analysed in order to determine the economic development of both countries.   
 Development is not only characterized by economic figures, there are also other 
measures that indicate a state’s development. Human development will also be included in 
order to test the relation between income (in)equality and development. Statistics of 
population growth, life expectancy, education and urbanization are all influencing the levels 
of human development. Figures of population growth reveal that industrialized states, such as 
states located in Western-Europe and North-America, experience lower birth-rates and low 
mortality compared to developing states. Almost all poor countries score worse in terms of 
life expectancy than rich countries. Education, is also often used to determine a state’s status 
on the development ladder. Poor countries lack behind in school enrolment in comparison to 
rich countries. Finally, statistics on urbanizations are also revealing information of 
international differences. In broad terms, lower-income countries have experience lower 
levels of urbanization that higher-income countries. The logic behind this is that, urbanization 
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will increase as a result of rising agricultural productivity. Less workers are needed to do the 
same agricultural work. Hence, inhabitants of rural areas are otiose and willing to join the 
industrial activity (Greig, Hulme & Turner, 2007, pp. 35-36).    
 Thus, indicators of development such as the GDP are not sufficient in order to gauge 
the broad concept of development. A monocausal indicator of development should therefore 
be rejected. A multicausal composite indicator of development is better in explaining the 
developmental status of a country. The composite index the will be used in both cases is the 
Human Development Index. The Human Development Index has three dimensions, each 
dimension is measured by one or two indicators. The first dimensions is a long and healthy 
life. The indicator is the life expectancy at birth, resulting in the life expectancy index. The 
second dimension is knowledge. The two indicators that are combined in the education index 
are expected years of schooling and mean years of schooling. The third, and final, dimension 
is a decent standard of living, illustrated by the GNI Index. This index is shaped by the GNI 
per capita in terms of purchasing power parity in dollars (United Nations Development 
Programme, Human Development Index).      
 Summarizing, Kuznets’ idea that inequality will increase in early stages of 
development and eventually decline in more advanced stages of development is still very 
alive. However, more recent studies, found out that political and institutional factors are 
crucial to examine in order to understand changes in income inequality. The topic, thus, is 
highly debated among scholars. The purpose of this thesis is to find out whether 
economic/human development or political/institutional factors have driven income inequality 
in India and Brazil. This will be done by using indicators of economic development, GDP per 
capita, and human development, the Human Development Index.  
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Methodology 
 
This section will provide an explanation for why a comparative case study is chosen to study 
the relationship between income inequality and economic and human development. In 
addition, the similarities between India and Brazil in terms of development will be discussed. 
Despite those similarities, Brazil and India experience differences in terms of income 
inequality. Brazil is witnessing higher levels of income inequality, while India witnesses 
lower levels of inequality. However, income inequality is declining in Brazil in most recent 
years, whereas it is increasing in India. The chosen methodology should help to reveal the 
factors that cause this difference in outcome in terms of income inequality.   
 A qualitative research will be conducted in this thesis, through a comparative case 
study. A small N research, incorporating Brazil and India, will provide a profound description 
of the process of development and its relation with income (in)equality in both cases. A Most 
Similar System Design, MSSD, will be used in order to compare both cases. India and Brazil 
share a lot of developmental characteristics, but score very different in terms of income 
inequality. A MSSD is chosen because it can expose which variable determines the difference 
in levels of income inequality in both countries. Especially, economic development, human 
development and political factors will be examined.        
 India and Brazil are both labelled as emerging powers. Their development is not 
proceeding equally, but there are a lot of similarities between both states. For example, Brazil 
and India are promoting new international instruments to promote their own ideals. The 
BRIC(S) is an institution that proves the international weight of both countries (Mohan, 2010, 
p. 134). This indicates that both Brazil and India are rising powers on the international stage.
 The development of Brazil and India is illustrated by a lot of indicators. Development 
is a broad concept and therefore more indicators are relevant to gauge the development of 
both countries. Brazil’s GDP peeked in 2011, with an estimated value of 2.616 trillion US-
dollars. India’s GDP is still growing steadily (World Bank, Brazil country profile). In 2015 
India’s GDP was estimated at 2.089 trillion US-dollars. India surpassed Brazil’s economy in 
this year due to the economic drawback of Brazil’s economy as a result of the economic 
crisis. Brazil’s economy was estimated at 1.804 trillion US-dollars in 2015. Both India and 
Brazil are witnessing annual population growth next to economic growth. In 2000 the total 
population of Brazil was around 175.786.441 million people. In 2015 Brazil’s total population 
accounted for 207,847,528 million (World Bank, Brazil country profile). The total population 
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of India was 1.035 billion in 2000, according to the data of the World Bank. In 2015 India’s 
total population was 1.311 billion. The life expectancy at birth is also growing in both 
countries. Currently the life expectancy at birth in Brazil is 74,676 year. Indian people are 
estimated to live 68.343 years (World Bank, India country profile). All of the above figures 
indicate that Brazil and India are experiencing economic and human development. However, 
the figures of income inequality in both countries imply that the witnessed development did 
not always result in a decline of income inequality. The MSSD should point out why this 
was/is not the case.          
 The Gini coefficient is often used to determine the income inequality in a country. The 
United Nations Development Programme gives the following definition of the Gini 
coefficient: ‘’ Measure of the deviation of the distribution of income among individuals or 
households within a country from a perfectly equal distribution. A value of 0 represents 
absolute equality, a value of 100 absolute inequality.’’ (United Nations Development 
Programme, Human Development Reports). There is a lot of difference between the Gini 
coefficients of both countries. In 2013, Brazil had a Gini coefficient of 54.7, while India 
scored 33.9 according to the data of the United Nations Development Programme (United 
Nations Development Programme, Human Development Reports).    
 In short, both Brazil and India are on the rise. The countries are labelled as emerging 
countries and are increasingly playing a more important role on the international stage, while 
experiencing growth rates in terms of population, GDP and life expectancy at home. All of 
those indicators show that India and Brazil are witnessing economic and human development. 
The Gini coefficients of both countries, however, are very different. A documentary analysis 
will provide insight on both cases. The aim of this thesis will be to understand the logic 
behind the changes in income inequality, in Brazil and India. A qualitative approach, by 
conducting a small N comparative case study, will provide a profound understanding of 
relation between in income inequality and development. The comparison should clarify 
whether economic/human development factors are more important in understanding changes 
in income inequality than political/institutional factors. It is important to note that it is not in 
the scope of this thesis to generalize the outcomes of the research due to its qualitative nature. 
A detailed chronological overview of the effect of development on inequality will be given in 
the next section. In doing this, enough data will be presented to answer the research question 
Is income inequality declining as a result of economic and human development, or are 
political/institutional factors more relevant in order to understand changes in income 
inequality? in the conclusion.     
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Case Studies  
 
The purpose of the case studies of India and Brazil is to identify the changes in income 
inequality from the 1960s till the 2010s. This time period is chosen, because most, reliable, 
data is gathered in this time. Additionally, the goal of the case studies is to reveal the factors 
that have caused a change in income inequality. First, the case of Brazil will be analysed 
chronologically. Then, India’s changes in inequality will be discussed. Different time periods, 
which are characterized by changes in income inequality, will be highlighted. The mechanics 
that caused these changes will then be discussed. 
  
 Brazil 
 
Brazil is an unique case in terms of income inequality. In short, Brazil is known for having 
one of the highest inequality rates in the world. The Gini coefficient, which represents the 
income inequality in a country, reached almost a worldwide record of 0.630 during the 1970s 
and 1980s  (Lopez-Calve, Lustig & Ortiz-Juarez, 2013, p. 6). Available empirical studies 
point out that in a number of countries trade liberalization is associated with an increase in 
income inequality (Gaspirini & Lusitg, 2011, p. 15). However, in Brazil this was not the case. 
The Gini coefficient had been rising in the 1970s and 1980s. In the 1990s the Gini coefficient 
stopped to rise, but the coefficient did not decline either. The Gini coefficient started to 
decline steadily in 1998. The coefficient declined from 0.592 to 0.537 in the period between 
1998 and 2009.         
 Zooming in on changes in income inequality, the period between 1964 and 1985 is 
characterized by increasing levels of income inequality. During this time period Brazil was 
governed by a military dictatorship. The military government favoured only the elites, which 
were needed for support for the government, and neglected the masses (Ferreira, Leite & Wai-
Poi, 2007, p. 1). In the aftermath of the military regime, Brazil went through a period of trade 
liberalization. Contrary to other states, that also democratized during this third wave of 
democratization and experienced trade liberalization, income inequality in Brazil started to 
decline (Ferreira, Leite & Wai-Poi, 2007, p. 1). The reason behind this change in inequality is 
twofold. First, as a result of the trade liberalization, Brazil experienced ‘’changes in levels of 
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protection, exchange rates, import penetration and export shares between 1988 and 1995’’ 
that favoured the masses at the expense of the small elite that ruled during the military 
government (Ferreira, Leite & Wai-Poi, 2007, p. 22). Those changes led to the reallocation of 
workers, which eventually resulted in a decline in income inequality. More than half of the 
changes, between 1988 and 1995, in income inequality are caused by those dynamics. Second, 
during 1988-95, change in skill premium in manufacturing have also accounted for the 
decline in income inequality (Ferreira, Leite & Wai-Poi, 2007, p. 22).                              
  In the following years, during 2002-2009, the income of the poorest 10 percent of the 
population grew at almost seven percent per year. In those years,’’ labour and non-labour 
income inequality declined and wage differentials between workers of different skills, living 
in different locations, and working in different sectors (formal/informal; primary/secondary) 
narrowed. Also during this period, the real minimum wage increased and public transfers rose 
(both in terms of average benefits and coverage)’’ (Lopez-Calve, Lustig & Ortiz-Juarez, 2013, 
p. 6).’’ The decline of inequality in the distribution of labour income is the result of changes 
in schooling ’’ (Lopez-Calve, Lustig & Ortiz-Juarez, 2013, p. 6). Basic education in Brazil 
was expanded during the 1990s and 2000s. It is suggested that almost 30 percent of the 
decline in household per capita income inequality is explained by improved and longer 
education rates. However, the validity of this argument is not shared among scholars. Others 
believe that a better and more accessible education system will cause more inequality rather 
than declining inequality. A second reason for the decline in income inequality was caused by 
narrowing wage differentials between similar workers in urban areas and those in small 
municipalities, thus rural workers.  A third reason, that accounts for almost 50 percent of the 
decline in income inequality, ‘’was due to a more equal distribution of household non-labour 
income per adult’’(Lopez-Calve, Lustig & Ortiz-Juarez, 2013, p. 7). One of the determinants 
for this decline was the social programme, Bolsa Familia.     
  The Bolsa Familia is one of the largest conditional cash transfer programs in the 
world. It is estimated that roughly 11 million Brazilian families benefit from the program. 
Bolsa Familia provides a monthly transfer to poor households, with children up to seventeen 
years of age and/or a pregnant woman with a maximum up to three children, living under 
USD 68 per capita monthly (Osorio, Ribas & Soares, 2010, p. 174). There is no conditionality 
attached to the money transfer to extreme poor childless households. The Gini Index for 
Brazil fell by 4.7 percent between 1995 and 2004. Bolsa Familia contributed for 21 percent of 
that fall due to the reallocation of money that was brought by the program. Bolsa Familia is 
labelled as the second most important income source that helped driving down the inequality 
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in Brazil (Osorio, Ribas & Soares, 2010, p. 179).      
      
India 
While Brazil is an unique case in terms of income inequality because of its high Gini 
coefficient rates. India has been experiencing lower levels of income inequality. India’s Gini 
index was estimated at 35.15 in 2011 while Brazil’s coefficient was 53.09 (World Bank, Gini 
index, 2017). This difference is striking, because India is suffering from extreme poverty. One 
in five people lives below the 1.90 dollar a day poverty line. India therefore is the country that 
has the largest number of people living under the international USD 1.90 a day poverty line 
(Safi, 2016). However, the current growth rates may offer encouraging news in the fight 
against poverty.           
 The first period that will be discussed is the period from 1960s until the mids-1980s. 
In the 1960s, the annual growth rate of the GDP in India was 3.4 percent. This implied a per 
capita growth rate around 1 percent. Income inequality declined in India during the 1950s to 
1980s (Basole, 2014, p. 15). The period was associated with a significant real decline in 
income of the rich, top 1 percent, the super-rich, top 0.1 percent, and the ultra-rich, top 0.01 
percent. This period, which is characterized by a decline of income inequality, occurred 
during India’s ‘socialistic path’. India followed the ‘socialistic path’ of development and this 
path had driven the decrease of inequality (Basole, 2014, p. 15). Before 1990 economists 
often referred to the Hindu Equilibrium when talking about India's future. India was predicted 
a bright future. However, the possible economic giant was not lifting off. India was suffering 
from slow growth rates and deeply rooted poverty. This Hindu Equilibrium has ended since 
the 1990s (Greig & Hulme & Turner, 2007, p. 126).      
 Then, India started to witness higher grower rates. Economists claim that this was the 
result of the economic reforms, especially in terms of poverty reduction, that were carried out 
by the Indian government during that time (Datt & Ravallion, 2002, p. 2). However, in the 
1990s there was controversy among academics on the impact of India’s macroeconomic 
reforms on poverty. From today’s perspective it is justified to say that India’s growth rates 
kept rising and as a result reduced poverty in India. In addition, between 1990 and 2001, 
India's average annual economic growth was around 4 percent. These growth rates have been 
achieved through innovation, especially within the agricultural, manufacturing and service 
sectors (Greig & Hulme & Turner, 2007, p. 126). The development of an industry driven by 
ICT-sector have been of crucial importance for India's growth. India's success in ICT-terms is 
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the result of the state supported education system, Indian institutes of Technology. Besides the 
technological success story is a success story that is driven by India's population. Emigrants 
from India, or NRIs, are encouraged to invest in and bring knowledge and skills back to India. 
Those non-resident Indians have made it possible to attract a vast share of the global market 
for outsourcing. Both innovation at home and NRIs who brought knowledge back to home 
have made it possible for India to rise at such a pace. Nevertheless, India is still suffering 
from worse social indicators (Greig & Hulme & Turner, 2007, pp. 126-127). Despite the 
economic growth, India's northern region is often regarded as the 'poverty belt'. This belt 
includes states such as Assam, Uttar Pradesh, Orissa and Bihar. Inhabitants of those states 
have seen little improvements in economic or social indicators. Governance problems, such as 
corrupt politicians, collapsed public service delivery, breakdown of law and order are all 
contributing to the growing inequality. (Greig & Hulme & Turner, 2007, pp. 126-127).  
 Nevertheless, India’s economic growth rates from the 1990s are characteristic for the 
rise of the country. However, as Pikkety discussed in his book Capital in the Twenty-First 
Century, the driving forces of income inequality are widely debated. During the 1980s income 
inequality increased in India as a result of huge increase of top-incomes, particularly the 
incomes of the ultra-rich increased. This is a quite remarkable finding because the increase in 
income inequality started well before the 1991 economic reforms. The increase is believed to 
be caused by the pro-business policies that were brought in by the Indira Gandhi and Rajiv 
Gandhi governments. The top 0.01 percent, or the ultra-rich, started to pull away from the 
super-rich and the rich. The political economy policies resulted in a shift back towards the 
pre-independence period. In the pre-independence period the top 0.01 percent reached a 
historical high in comparing their incomes to the national average, the ratio is calculated at 
300:1. This ratio had decreased significantly by 1979, under the socialistic path, to 45:1. 
However, in 1995 the ratio was back at 200:1, indicating the result of 15 years of changed 
political economy policies. Changing social norms, a booming economy, international trade 
and globalisation can explain the rise of India that really started during the mid-1980s. 
However, ‘’while average incomes grew faster than they ever did before, most of the gains 
went to the very top and inequality exploded’’(Basole, 2014, p. 16). What’s more, in absolute 
terms, inequality at the end of the 1990s was far higher than during the colonial period 
(Basole, 2014, p. 16). The overall income inequality, measured by the Gini coefficient, thus, 
started rising substantially during the post-reform period (Mehta & Sarkar, 2010, p. 54). The 
better-off sections of workers gained at the cost of the more vulnerable sections. Mehta and 
Sarkar (2010) argue that this requires urgent policy attention in order to safeguard the 
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interests of the poor and less educated. In the period of economic reform, the wage 
differentials between the labour workers have sharpened as a result of education levels and 
employment status (Mehta & Sarkar, 2010, p. 55).  
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Discussion 
 
Kuznets’ hypothesis ‘’that in the early stages of economic development only a minority is 
benefitting from the new wealth that the process of industrialization brought. While in a more 
advanced stage of development, inequality decreases as a result of a larger fraction of the 
population which is benefitting from the economic growth’’, does not hold true in both cases 
(Pikkety, 2014, p. 14). Income inequality is on the rise in India, despite economic and human 
development. In Brazil, after years of increasing income inequality, the income inequality is 
actually falling. The following part will be spent on discussing the factors that caused the 
difference in the outcome between Brazil and India.      
 On the one hand, there are a lot of existing theories that discuss the relation between 
development and income inequality that focus mainly on the economic aspect of 
development, like the theory coined by Kuznets himself (Acemoglu & Robinson, 2002, p. 
183).  On the other hand, more recent studies, found out that political factors and institutional 
transformations are crucial to understand the changing patterns of inequality.   
 This assumption is applicable to the case of Brazil. Brazil experienced increasing 
income inequality during the rule of the military government. The autocratic regime favoured 
only the loyalists to the regime, and neglected others. Therefore income inequality increased, 
because the state was ruled by a small elite group, which was not afraid of a coup attempt due 
to its material power. After Brazil’s democratization process, that followed after the collapse 
of the military regime, income inequality decreased. Brazil has changed into the direction of a 
welfare state in recent years. The elected governments cleared the road for social 
programmes, which resulted in a decline in income inequality. Underlining, once again, the 
importance and the effect of political factors, such as certain policies, on income inequality. 
The same holds true for India, changes in policy resulted in different outcomes in terms of 
income inequality rather than economic/human development. During India’s socialistic path, 
income inequality decreased, whereas inequality increased as a result of opening up their 
market to the world.                      
 More Recently, and in agreement with the idea that political and institutional factors 
are important to gauge income inequality, Pikkety underlines, in his book Capital in the 
Twenty-First Century, that political and institutional differences play a crucial role in 
understanding the changes in income inequality throughout the years. Contrary to Kuznets’ 
theory, Pikkety argues that the two world wars played a crucial role in declining income 
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inequality. The process of declining inequality, thus, was not natural or spontaneous. In other 
words, Pikkety is rejecting Kuznets’ optimistic view on the long-term process of economic 
development (Pikkety, 2014, p. 237). The case of France is summing up the broader picture 
for Pikkety. The reduction in income inequality in France in the twentieth-century is the result 
of the collapse of very high incomes from capital. There is no structural process that invoked 
this decline, as assumed by Kuznets. The history of inequality has been marked by many 
twists and turns (Pikkety, 2014, p. 237). What’s more, Pikkety suggests that income 
inequality is always political. Inequality is driven not only by economic factors, but also by 
cultural, military, social and political changes. All of those factors are intertwined, and drive 
the force of inequality together. Shocks have driven the decline of income inequality in 
twentieth-century instead of some sort of economic rationality. Especially, the Great 
Depression, the two world wars and new public policies led to a decrease in inequality. The 
new public policies, ‘’from rent control to nationalizations and the inflation-induced 
euthanasia of the rentier class that lived on government debt’’, were of crucial importance to 
the decline (Pikkety, 2014, p. 275). Pikkety emphasizes that it is important to distinguish 
different time scales in order to understand the effect of political factors on income inequality. 
Different time scales, bring specific regime-types or policy options which are time-bound 
(Pikkety, 2014, p. 286). Current decreases in income inequality, illustrated by the declining 
Gini coefficient, can only be understand by looking at the preferred policy options by the 
government officials. Brazil’s attempt to create a welfare state in the aftermath of the military 
dictatorship, has decreased the levels of income inequality. Social programmes, such as the 
Bolsa Familia, are crucial determinants in terms of income inequality. India’s changes in 
income inequality over time cannot be understood without emphasizing the change in pro-
business policies that were brought in under the Indira Gandhi and Rajiv Gandhi 
governments.           
 In short, despite sharing the same characteristics of economic and human 
development, India and Brazil experience differences in terms of income inequality. Most 
existing theories, that build upon Kuznets theory which focusses on the switch from 
agricultural sector to the industrial sector, emphasize the importance of economic factors 
(Acemoglu & Robinson, 2002, p. 183). However, changes in income inequality after India’s 
socialistic path’ and Brazil’s military regime, made it clear that political factors, which 
include institutional transformation, are crucial in order to understand changes in income 
inequality. External shocks, like the world wars, economic crises and public policies, 
influence the levels of income inequality. Different time scales bring different outcomes in 
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terms of income inequality. Therefore, Pikkety argues, inequality is driven by not only 
economic factors, but also by political, military, cultural and social factors. Different factors 
prevail in different time scales, but eventually they are intertwined. 
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Conclusion 
 
In this section the acquired data, that is found and discussed under the case study part, will be 
evaluated in order to conclude that political factors are more relevant in understanding 
changes in income inequality than economic development.     
 In short, the case studies showed that India’s growth started in the 1960s, but India 
was marked by a Hindu Equilibrium. The potential for economic growth was present, but 
India was not yet lifting off. During the period that followed, or the socialistic path, India 
started to experience growth. The socialistic path was marked by declining income inequality. 
Income inequality started rising again during the mid-1980s. The Indira Gandhi and Rajiv 
Gandhi governments adopted more pro-business policies, which invoked the neo-liberal 
period in India. The economy boomed and inequality exploded. Brazil experienced high 
levels of income inequality during the years of the military regime. In more recent years, 
income inequality declined as a result of social programmes and trade liberalization. 
 According to Kuznets’ hypothesis India’s inequality will rise in the early stages of 
economic development, because only a minority is benefitting from the new wealth that the 
process of industrialization has brought. In a more advanced stage of development, inequality 
decreases as a result of a larger fraction of the population which is benefitting from the 
economic growth. In order to test this assumption, the characteristics of economic growth, 
given by Kuznets, should be explored. Economic growth has six characteristics, according to 
Kuznets (1973).           
 The first characteristic of economic growth is experiencing high rates of growth of per 
capita product and of population in the developed countries (Kuznets, 1973, p. 248). Taking 
the cases of India and Brazil into account it is justified to say that both countries fulfil this 
characteristic. India’s GDP per capita in USD more than tripled between 2000 and 2015 
(World Bank, India country profile). Brazil’s GDP per capita in USD was estimated at 
3,728.508 in 2000 and peaked in 2011 at 13,047.243. The GDP per capita declined in Brazil 
in the aftermath of the economic crisis. Brazil’s GDP per capita in USD was 8,667.768 in 
2015, according to the data provided by the World Bank (World Bank, Brazil country profile). 
Population wise India and Brazil experience high annual population growth rates. The second 
characteristic that is put forward by Kuznets has to do with the rise of the productivity rate 
(Kuznets, 1973, p. 248). The systematic Country Diagnostic, that is provided by the World 
Bank, illustrates that Brazil’s productivity only grew by 1.6% between 2001 and 2013. The 
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level of productivity in Brazil is lacking behind with other emerging markets. India, on the 
other hand is experiencing enormous productivity growth. The productivity in all sectors 
increased with 32.24 percent between 1995 and 2009 (Foster-McGregor & Verspagen, 2017, 
p. 92). The third characteristic of economic growth, as put by Kuznets, is the experience of a 
high rate of structural transformation of the economy. Aspects of such a transformation are 
the shift away from agriculture to non-agricultural, and from industries to services. (Kuznets, 
1973, p. 248). The growing ICT sector in India is exemplary in this sense. Brazil is also 
marked by the shift away from agriculture to non-agricultural labour (Da Silva, Del Rossi & 
Laurenti, 1999, p. 12). Fourth, related to the structures of society and its ideology, 
urbanization should occur (Kuznets, 1973, p. 249). India is going through a process of 
urbanization. Almost 28 percent of the total population should be considered as urban 
population in 2000, while 32.747 percent is urban population of the total population in 2015. 
Urbanization in Brazil is a lot higher than in India. The percentage of urban population is still 
steadily grown in Brazil. In 2015, 85.687 percent of the population should be regarded as 
urban population (World Bank, Brazil country profile). Fifth, developed countries have the 
propensity to reach out to the rest of the world (Kuznets, 1973, p. 249). Both India and Brazil 
have proven to be more than capable in reaching out to the rest of the world. Their partnership 
within international institutions, such as the IBSA and the BRICS, indicate their international 
potential. India, unlike other developing countries, participated actively in international 
debates about the creation of a new global order (Mohan, 2010, p. 134). Already in the 1920s 
and 1930s Indian nationalist leaders joined the international stage. India became a signatory to 
the UN Charter before their independence. During the Cold War, India promoted a peaceful 
international environment and therefore opposed the clashing ideological blocs of the Cold 
War. India saw itself as the leader of the G-77 and the Non-Aligned movement. India was 
often labelled as an advocate of the rest of the developing world (Mohan, 2010, p. 136). 
Brazil, more recently, has the same intentions as India on the international stage. Brazil has 
been working on its position as advocate of , first, South America and, then, the Global South 
for the last 20 years (Burges, 2013, p. 593). Brazil’s strategy has been one of coalition 
formation, especially Brazil’s diplomacy has played a crucial role in fulfilling this strategy. 
Brazil is willing to be the bridge between new and old powers and is quite successful in doing 
so (Burges, 2013, p. 594). Kuznets sixth assumption on economic growth is that the growth is 
limited due to a lack of potential of modern technology among a lot of the world population 
(Kuznets, 1973, p. 249). This assumption on economic growth seems outdated, because in 
recent years ‘the rest’ started rising. The long-term GDP per capita rise in India and Brazil is 
 
21 
an indicator for the rise of both countries.        
 India and Brazil are both experiencing almost all aspects of economic growth as 
conceptualized by Kuznets. Therefore both countries should have witnessed a decline in 
income inequality, because Kuznets theory suggests that income inequality would fall in more 
advanced stages of development (Kuznets, 1955).      
 Next to economic development, is human development. The Human Development 
Index will be used to determine the level of human development. The Human Development 
Index also incorporates economic development, because it uses the GNI per capita is the 
indicator for the dimension ‘A Decent Standard of Living’. India and Brazil experience long-
term, since the 1960s, economic growth, this will affect the HDI. Therefore it is especially 
useful to zoom in on the other two dimensions of the HDI, long and healthy life and 
Knowledge. First, India’s Human Development Index increased from 0.301 in 1990 to 0.611 
in 2004. The biggest improvement, ignoring the socio-economic component, has been 
achieved in terms of school enrolment. In 1951 46.4 percent of the boys attended school. In 
2001 school enrolment increased to 90.7 percent. The school enrolment of girls increased as 
well. In 1951 17.7 percent attended school, while 82.4 percent went to school in 2001 
(Antony & Laxmaiah, 2008, pp. 199-200). As a result of the increase in terms of school 
enrolment, the literacy rate has been rising. Life expectancy has also been growing in India. 
Despite the improvements in all HDI indicators India is still coping with extreme poverty in 
especially the northern states (Antony & Laxmaiah, 2008, p. 199). In sum, India’s has 
experienced both economic and human development. Secondly, Brazil is also witnessing both 
economic and human development. However, some regions, especially in the amazon, lack 
behind in terms of the HDI. Nevertheless, the overall HDI score of Brazil is on the rise. As 
indicated before, Brazil’s economy has been growing in the long-term. However, in recent 
years the GNI per capita stopped rising and eventually declined as a consequence of the 
economic crisis. Despite this decline in GNI per capita, the HDI kept rising. Brazil’s HDI 
increased from 0.611 in 1990 to 0.754 in 2015. In the period from 2011 till 2015 the HDI 
increased from 0.730 to 0.754. Therefore the other HDI indicators must have influenced the 
growing HDI score. Life expectancy at birth was estimated 65.3 in 1990, while it was 
estimated at 74.7 years in 2015. The expected years of schooling changed from 12.2, in 1990, 
to 15.2 in 2015. Finally, the mean years of schooling increased from 3.8 to 7.8 (United 
Nations Development Report on Brazil).         
 In short, the economic development is tested by applying Kuznets’ six characteristics 
of economic growth to the case of India and Brazil. India scored very well on each of the 
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characteristics. In terms of human development, India is marked by educational improvement, 
both in terms of literacy and school enrolment. The life expectancy at birth is also increasing. 
Concluding, India suffers from growing income inequality, while it experienced both 
economic and human development. In recent years Brazil have suffered from an economic 
drawback due to the economic crisis, but the country is recovering. The illustrated growth in 
terms of Human Development, is evidence for Brazil’s economic and human development. 
Despite the development, Kuznets’ hypothesis does not hold true for Brazil either. Brazil has 
witnessed economic and human development, according to Kuznets’ characteristics, but the 
changes in income inequality are mostly determined by political and institutional factors, such 
as the military regime that ruled the country.       
 Concluding, despite differences in the total GDP or the pace of growth, both countries 
are experiencing economic growth, as illustrated by applying Kuznets’ characteristics of 
economic growth in the case of India and Brazil. In terms of human development, India and 
Brazil encounter growth, even though some regional problems in terms of extreme poverty. 
Especially the life expectancy and the years of schooling have increased in both cases. 
Remarkably, India and Brazil are both experiencing economic and human development, but 
both countries are witnessing differences in terms of income inequality. Income in equality 
has been rising in India in recent years, whereas it has been declining in Brazil. In answering 
the research question ‘’ Is income inequality declining as a result of economic and human 
development, or are political/institutional factors more relevant in order to understand 
changes in income inequality? ‘’ it becomes clear that political factors, such as the type of 
government and regime are more important than economic and human development in 
understanding changes in income inequality. The changes in income inequality are linked to 
certain time periods, during India’s socialistic path, income inequality decreased, whereas 
inequality increased as a result of opening up their market to the world. In the case of Brazil, 
income inequality increased under the military regime, while it is recently decreasing as a 
result of social programmes, such as the Bolsa Familia. Throughout those years, India and 
Brazil kept developing, but did not see a consistent drop in terms of income inequality, as 
suggested by Kuznets. Therefore, the policies taken by the elected government influence the 
levels of inequality rather than economic and human development.                 
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